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[Appearing below is an English-language summary of "Arranca con Fuertes Ganancias la BMV,"
published in the 01/27/92 issue of El Financiero. The Spanish original appears in this issue of
SourceMex (02/05/92).] By Ricardo Vazquez Over the first 17 business days of 1992, the Mexican
Stock Exchange (BMV) cumulative price index (IPyC) rose 12.04%. In current pesos, the increase
was less than during the same period in 1987 (known as the "superboom" year), when the IPyC
registered a 19.48% gain. But if the gains are measured in dollar terms, the difference is less
pronounced 11.86% this year versus 13.21% in 1987. The BMV's performance in January this year is
even more noteworthy when interest rate changes are taken into account. During the 1987 boom,
average interest rates were above 90%, compared to about 15% at present. In 1987, stock market
yields for the first 17 days of trading were equal to slightly less than two months worth of yields
from investments in fixed earnings securities. This year, stock market earnings are equivalent to
nine months worth. Market analysts say that exchange rate instability made the 1987 boom shaky in
comparison with this year's ebullient market. Although a market crash cannot be ruled out, current
economic conditions make such an eventuality unlikely. Nonetheless, continuity of spectacular gains
throughout the year is not expected. During the first 17 trading sessions of 1992, the index hit 10
record highs. The most recent (prior to article publication on Jan. 27) occurred on Friday, Jan. 24,
when the day's increase of 8.83 points brought the index to 603.75. The accumulated increase since
Jan. 1 came to 172.29. Market analysts point out that stock market decline is common in the first part
of the year, result of the cyclical nature of Mexican inflation, and investors' tendency to wait until
new year trading trends are apparent. During the first 17 days of trading in 1988, a nominal decline
of 33.63% was recorded. In 1989 and 1991, the average was down 0.95% and 5.49%, respectively. This
year's "boom" is the outcome of several factors. As noted previously, domestic interest rates are
down. The interest rate on 28-day Treasury Certificates (CETES), considered the benchmark rate
within the Mexican financial system, has declined to an historical low. Next, a substantial inflow of
foreign currency in January boosted financial system liquidity, and the stock market in particular.
Another important development is the virtual disappearance of exchange rate instability. Some
market analysts predict that the peso will soon be fixed at parity with the dollar. Finally, in January
many companies were preparing to release quarterly reports. In the case of companies perceived to
be highly profitable, speculation pushes stock quotations upward. Cases in point on the BMV were
construction industry firms particularly cement producers , Telefonos de Mexico (TELMEX), and soft
drink manufacturers and bottling companies.
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